In 2000, Charles Best (Yale College '98), a social studies teacher at an alternative public high school in the South Bronx, found himself frustrated because his school did not have access to many of the resources available in other New York City public schools. Best and his colleagues were able to secure basic materials, but they were unable to bring many creative classroom projects to fruition, because they lacked financial support.
by 63 percent to $122 million.
12 Best was attracted to the idea of using the internet to solicit funds and to allow donors to direct the use of their funds. He created an organization whose name celebrated the new empowerment of the small donor, and in its first mission statement, DonorsChoose.org made the democratization of philanthropy one of its primary goals.
The DonorsChoose.org Model
Building on trends in philanthropy, Best came up with a simple idea: DonorsChoose.org would be an online marketplace where classroom teachers could post requests for funds to carry out academic projects, and donors could search for projects of interest and support them. "It's a philanthropic eBay, in which teachers are the sellers, and donors, or what we call 'citizen philanthropists,' are the buyers," said Best. "It seemed like a common sense solution: we classroom teachers knew our students' needs better than anybody else in the system, and a lot of people out there wanted to participate more in their giving and really be philanthropists, even if they only had 10 dollars to give." 13 The simplicity of the idea belied the complexity of getting the model working. In order to insure a superior experience for online donors and recipients, Best had to set up an effective structure.
Posting Projects
DonorsChoose.org first had to determine guidelines for the type of projects teachers could post to the website. Full-time teachers from all public schools, including charter and magnet schools, would be eligible for participation as long as they submitted projects that would directly benefit students. But the organization ruled that projects would not be permitted to "foster discrimination or proselytize a religious or political viewpoint."
14 Projects also could not be used to pay for labor, capital improvements, vehicles, rentals, royalties, or reimbursements. 15 Most teachers requested physical materials, such as paints for a kindergarten class, but some wanted funding for special trips or speakers.
In order to encourage teachers to plan their projects carefully, DonorsChoose.org implemented a point system. Upon registering, a teacher received three points, which were traded for permission to post a project. Projects requesting materials costing $400 or less required one point to post. More expensive projects required more points. Teachers accumulated additional points for each project that was funded and implemented, and for which donors had been thanked. Teachers who had successfully completed a number of smaller projects could apply for a Special Project, which cost six points and which requested unusual materials (typically for field trips or speakers). No matter how many points a teacher accumulated, the organization limited each teacher to eight projects at a time. (See Exhibit 1 for data about the number of posted projects for a year by teacher and by school.)
In order to increase the possibility that the project would be funded quickly, DonorsChoose.org encouraged teachers to submit proposals for projects that cost less than $400, and it suggested that those costing more than $400 be broken up into smaller projects. If a teacher's project was not funded within five months, it was removed from the site and the points were forfeited. While not part of the initial model, the five-month cut-off was implemented in 2008, after DonorsChoose.org discovered that projects not fully funded after five months were often problematic. Materials would no longer be available or teachers would have moved to other schools. Moreover, donors seemed to ignore these "stale" projects. (See Exhibit 2 for data about the average cost of funded projects and the time it takes to fund each one. 16 )
To insure that projects met guidelines and to help teachers frame their projects. DonorsChoose.org recruited volunteers to review all projects before posting. The organization required that volunteers be teachers who had had at least 15 of their posted projects funded and who had a record of being punctual with feedback. With help from these volunteers, nearly all of the projects proposed by teachers were eventually included on the website. Of those projects, about 60 percent received full funding.
Choosing Projects to Support
DonorsChoose.org allowed visitors to their site to view the posted projects by various categories. Donors could sort projects based on location, subject (such as mathematics, literacy, special needs, visual arts), grade level, funding amount, or student poverty level. (Exhibit 3 shows the categorization of a year's worth of projects based on type of project, poverty of school, and subject matter.)
Since DonorsChoose.org was founded to help teachers in poor urban districts, the website nudged visitors toward considering projects at high poverty schools by listing projects for students at high poverty schools at the top. Poverty levels were determined by the percentage of students at a given school who qualified for free or reduced lunches (children in families reporting incomes lower than 130 percent of the poverty line). Schools with more than 40 percent of students receiving free or reduced lunches were categorized as "high poverty"; schools with 10 percent to 39 percent of students receiving free or reduced lunches were classified "moderate poverty." Schools with less than 10 percent of students receiving free or reduced lunches were denoted as "minimal poverty."
After searching for projects that were of interest, donors could read longer descriptions of the project from the proposals written by the classroom teachers. In addition, they could read information about the teacher's other projects with DonorsChoose.org, about the school, and about the other donors who had already given to the project. (An example of one of these pages appears in Exhibit 4.) DonorsChoose.org's donor experience mimicked online shopping. In order to make a gift, a donor had to create a profile that included an email address. Registered donors would then enter a donation amount for a project they liked and click to have the donation registered in a "giving cart." The website generated a page that acknowledged the addition, and the donor could then "shop" for additional projects to support. Once a donor was satisfied with their choices, they would "check out," providing details about how they would like to pay for the donations. The website then generated a thank-you page that allowed donors to easily forward information about their donation and the project to friends who might also be interested in giving. (Examples of both of these pages appear in Exhibit 4.) Immediately following the donation, the site sent a confirmation email that could be used as a receipt for tax purposes.
DonorsChoose.org kept in touch with donors. Using profiles that contained a donor's record of giving and preferences, the site proactively emailed donors, encouraging them to donate to additional projects that would soon expire or that were close to being fully funded. A donor could also log into their profile at any time and look at reports about the cost and the status of projects that they had funded. (Examples of these reports are shown in Exhibit 5.) As of 2008, DonorsChoose.org was working on a system to better target donors based on their donation history.
If a project for which a donor had contributed was not fully funded within five months, the donor received credits that could be used to fund another project. DonorsChoose.org contacted these donors and allowed them 30 days to reallocate their funds. If the credits were not reallocated after 30 days, the DonorsChoose.org staff determined which projects would receive the funding. When possible, they chose projects with a similar focus in subject area, or from the same teacher or same geographic region. Donors also received credits for their contribution if a teacher decided that she was unable to implement the project described on the website.
Procuring Material for Projects
When it came to implementing projects, DonorsChoose.org engaged a partner, eSchoolMall, to manage the electronic procurement and shipping of materials. eSchoolMall had created an online catalog with offerings from 36 vendors. Teachers used the catalog to choose what they needed for their projects. DonorsChoose.org believed that this centralized vendor management allowed for more efficient purchasing and shipment of materials. eSchoolMall vendors offered a wide variety of products, including books, classroom materials, art supplies, technology (such as cameras and computers), and furniture (such as shelves and chairs).
DonorsChoose.org processed all other transactions, from making payments to sending purchase orders to vendors, through Ariba, a software and technology management company that provided streamlined "Spend Management" services.
Thanking Donors
In order to keep donors involved, DonorsChoose.org carefully managed the process of thanking donors for their contributions. Immediately after a project was fully funded, teachers received an email notification and had six days to confirm that they would carry out the project. The teacher would then send a thank-you email introducing the teacher and her classroom to the donor. (Exhibit 6 shows a sample thank-you email.)
Donors who contributed more than $100 or who were the final donor on a project received letters and photographs from the teacher and students once the project had been carried out. To insure that all the steps of the thank-you process were carried out, DonorsChoose.org tied teacher project points to timely sending of thank-you letters.
The organization also mobilized a team of volunteers who worked in "Feedback Land," a section of the DonorsChoose.org national office, to help teachers communicate with the donors. First, the volunteers assembled thank-you packages that included guidelines for writing letters, as well as a disposable camera for the teacher to photograph her students participating in the project for which funding had been provided. A postage-paid return envelope was also included.
After taking pictures, the teacher returned the camera, along with a teacher-impact letter and student thank-you letters, to DonorsChoose.org. Then in "Feedback Land," volunteers sorted the letters and photographs and screened them for appropriateness. Communications to the donors could not include students' or teachers' last names or classroom numbers in order to protect the privacy of the beneficiaries. Similarly, photos sent in the thank-you packages could not include information that would allow individual students to be identified. Once the letters and photos were screened, a thank-you package was mailed to each qualifying donor. (Exhibit 7 shows the estimated timeline of a project from posting through the end of the thank you process.)
DonorsChoose.org's Growth Getting Initial Commitments
As he was creating the model for DonorsChoose.org, Best realized that the website's success required overcoming a chicken-and-egg problem. Donors would come to the website only if there were a number of exciting projects posted, while teachers would only take the time to post projects if there were numerous donors looking at the website.
To solve this problem, Best acted personally to fortify both sides of the market during the project's preliminary phase. First, he asked his colleagues to post their own funding requests for classroom projects and materials. In order to persuade other teachers of the site's efficacy, Best and his aunt anonymously financed many of the initial projects. Best also had his students write personalized letters to potential donors all over the country who were chosen from his copy of Yale's Alumni Directory. Within four months, this strategy attracted $30,000 in donations.
Expansion into Other Sectors
At first Best hoped to expand the organization beyond education into other social sectors of New York City, such as law enforcement and foster care. However, after a test run he discovered that policesponsored projects raised questions about potential conflicts of interests. As a result, DonorsChoose.org confined its mission to teachers and public schools.
National Expansion
After the initial success of DonorsChoose.org in New York City, Best began to consider national expansion. In June 2003, Best appeared on "The Oprah Winfrey Show," and the website received so many hits that the system became overloaded. Soon afterward, a philanthropist offered to help DonorsChoose.org expand to North Carolina.
By the end of 2003, public schools in North Carolina had posted over 1,000 projects. However, there were not enough donors to fund all of those projects: only 35 percent of the projects initially posted in North Carolina were funded. Nonetheless, the organization continued to work with teachers and donors in the area to bring the teacher-donor mix into balance.
The experience in North Carolina led DonorsChoose.org to consider a more deliberate strategy for national expansion. First, the organization realized that much of the infrastructure could be maintained through a centralized operation in New York. However, some on-the-ground presence was required in each new locale, because cultivating relationships with school district leaders was a key success factor in recruiting new teachers. In working with teachers, the organization had observed a snowball effect: when there were more than three participating teachers at a given school and support from school district administrators, the number of projects posted increased dramatically.
The expansion received a boost when DonorsChoose.org won the 2005 Nonprofit Innovation Award, created by Stanford Business School and Amazon.com. In the course of creating its strategic plan, the organization determined that it would require $14 million to build out its infrastructure. Soon a group of Silicon Valley donors agreed to fund the expansion into all 50 states.
As part of its expansion plans, DonorsChoose.org had designs to create 13 regional teams. The organization later decided to reduce the number of regional teams to six and then to three. Each team concentrated on building partnerships with regional corporations, foundations, and school districts. In deciding which communities to target, DonorsChoose.org selected locations based on corporate or community support. In 2007, DonorsChoose.org opened its website to schools in other metropolitan areas, including Chicago, San Francisco, Los Angeles, and Washington D.C., and statewide in New York, Texas, Indiana, Louisiana, Mississippi, Alabama, and South Carolina.
As with North Carolina, matching the number of donors with the number of projects remained a challenge. For example in the San Francisco Bay area, the number of potential donors overwhelmed the number of projects proposed, an imbalance opposite to the one faced in North Carolina.
To supplement the efforts of regional representatives to recruit teachers, DonorsChoose.org also targeted leaders who participated in alternative teaching programs, such as Teach for America. The organization also began publishing a monthly newsletter that updated teachers on the latest DonorsChoose.org news and advised them on how to maximize the success of their projects. 
Financing
DonorsChoose.org distinguished between funds received from individual donors (referred to as "marketplace giving") and large gifts from institutional donors (referred to as "managed giving"). Staff in charge of marketplace giving had responsibilities for managing the call center and customer support activities, marketing to individual donors, and analyzing and designing the website. Staff in charge of managed giving worked with the large donors on various programs. 
Marketplace Giving
Approximately 60 percent of donations to student projects came from marketplace giving. Individual donors were most likely to be women in middle and upper-middle income brackets, and 37 percent preferred to give to classrooms in the communities where they lived.
The marketplace giving staff focused on the acquisition of new donors and the retention of existing donors. The website itself was a key part of the strategy for gaining new donors. (Exhibit 9 shows an analysis of the conversion rate of people visiting the site to people adding a project to their online cart.) As part of this strategy, marketplace staff created gift cards that donors could give to their friends or employees to use on the website. These gift cards brought new individuals, who might, in time, return on their own.
In another recruitment effort, DonorsChoose.org targeted young male internet users (an underrepresented constituency) by issuing a "Mustache Challenge." Men recruited on the internet agreed to grow mustaches to draw attention and bring sponsors to projects they designated. As of October 2008, more than 2,000 new donors, of whom 90 percent were first time donors, had given in support of this challenge. Retaining donors required different strategies. Marketplace staff concentrated on refining the website and the email strategy. One way was to contact donors through the use of their profiles when teachers posted projects that could appeal them. Most importantly, DonorsChoose.org found that donor identification with a particular teacher was a key driver of repeat donations; indeed, six out of 10 donors had a friend or family member who was a public school teacher. When a donor contributed to a teacher's project, DonorsChoose.org sent emails to the donor when the same teacher posted additional projects. Repeat donors were an important source of growth; data showed that, on average, repeat donors gave larger gifts than first-time donors. DonorsChoose.org also relied on this relational marketing to attract new donors, encouraging posting teachers to use their networks to bring in new contributors.
Managed Giving
Managed giving often was used to encourage individual giving. 
Fulfillment Fee
To pay for expansion, the organization had relied on a $14 million grant from Silicon Valley executives. But once the grant ran out, the organization hoped to fund its continuing operations entirely from a fulfillment fee tacked onto project donations. Although the cost to fulfill a project was the same regardless of the school that was receiving the materials, DonorsChoose.org offered a "scholarship" to those schools with the highest need in order to promote funding of those projects. Donors to schools with the greatest need were charged 15 percent of a project's cost for fulfillment while donors to other schools were charged up to 25 percent. DonorsChoose.org was banking that fulfillment fees would cover its operational costs once the grant money ran out. Asking for donations to cover operational expenses was a difficult proposition. Funding for classroom activities was easier to solicit, because donors, whether individual or corporate, preferred to fund programs with direct impact rather than covering infrastructure or operating costs. Indeed, the Silicon Valley executives who had made the $14 million grant had tasked DonorsChoose.org with using the money to become sustainable through collecting this fee. As of December 2008, the organization believed it was on track to accomplish this goal.
Organizational Structure
In 2000, Charles Best considered his role at DonorsChoose.org to be his "second job." But by 2008, he was a full-time CEO of the organization with a total staff of 60. (See Exhibit 12 for an organizational chart.)
The majority of the organization's senior management and staff had corporate work experience, and many had also worked in the non-profit sector. Many of the senior managers possessed graduate degrees from top-tier universities, including MBAs and Masters in Public Policy. Best noted that the organization looked for entrepreneurial people who were excited about technology. He believed that DonorsChoose.org often attracted people looking to move into a second phase of their careers who wanted to work at a place that was "agile and data driven, where their business skills would be appreciated, and where they could achieve social impact."
The DonorsChoose.org staff was divided into departments: Engagement, Finance, Marketing & Donor Relations, Operations & Teacher Customer Service, and Technology. In addition, each of DonorsChoose.org's regions was staffed by two or three people, including an Executive Director. The primary role of the Executive Directors was to cultivate a strong base of regional donors, while Associate/Deputy Directors focused on teacher outreach. Many of the regional staff had education degrees, in-classroom experience, or experience working for Teach for America.
While staffing levels had risen since the organization's inception, DonorsChoose.org had committed to continuing its growth after 2008 without increasing its staff, thereby increasing the ratio of projects funded to staff members. The organization wanted to limit any increase in operating expenses, particularly given the impending end of the Silicon Valley grant.
The organization's National Board of Directors (see in Exhibit 13) included 15 members. Most board members came from the corporate sector and represented a variety of industries including banking, media/publishing, and entertainment. Initially, the board was comprised of Best and some of his close associates. Then in 2004, when he felt that he could attract high-caliber leaders who could make a significant impact, Best formed a traditional board. Although board members were not required to contribute money to the organization, all had, with many board members donating more than $100,000. Board members varied in terms of their involvement with the organization; a few were very active in fundraising and other activities.
In addition to a board, DonorsChoose.org recruited a National Advisory Council (see Exhibit 14) composed of 24 members, representing the corporate, public, and non-profit sectors. The Council replaced a variety of regional advisory boards the organization had utilized in the earlier stages of its expansion.
Measuring Impact
In creating and expanding DonorsChoose.org, Charles Best sought to impact the lives of children across the country, while also reshaping donor behavior, thereby changing the landscape of philanthropy. The organization, therefore, believed it had three critical groups of stakeholders: donors, teachers and students. To assess its impact, the organization believed that it had to measure its effectiveness with each of these constituencies.
Donor Impact
Many non-profit organizations did not consider how the organization influenced its donors' civic engagement. Unlike many traditional non-profit organizations, however, DonorsChoose.org considered this aspect of donor impact to be a critical component of its success. The organization wanted to raise donor involvement with the public schools.
To measure its success, DonorsChoose.org conducted a survey of more than 1,000 of its donors. The results of the survey showed that DonorsChoose.org seemed to be providing a new opportunity for individuals to contribute to public school systems, which historically had been difficult to manage given that school systems are not independent non-profit organizations. In the survey, 70 percent of donors reported that their donation to DonorsChoose.org was their first donation to a public school. 18 DonorsChoose.org also seemed to be meeting its goals of increasing awareness of needs in public schools. According to the survey, 60 percent of donors stated that their experience increased their interest in the state of public schools. Additionally, 21 percent reported that their DonorsChoose.org experience increased their commitment to voting in an election or referendum. 19 The connection forged between donors and real classrooms was creating advocates for public education.
From its operations, DonorsChoose.org also seemed to be connecting with a new generation of donors. Recruiting donors through hip television programs such as "The Colbert Report" and from bloggers showed the promise of exploiting the internet as a vehicle for securing funds. It also appeared that the organization had piqued the interest of individuals who otherwise might not give money to traditional causes, furthering the goals of increasing philanthropic participation across society.
Teacher Impact
In addition to surveying donors, DonorsChoose.org also surveyed teachers about the impact of the program in their classrooms. Conducted in March 2005 with a sample of 1,350 teachers, the survey produced the following results: 20 
Student Impact
Given the way in which projects were integrated into the daily life of the classroom, the organization believed that it was nearly impossible to measure the impact on students. For some measures of success, DonorsChoose.org depended on teachers for an estimation of the number of students its projects had helped. According to teachers' accounts, by 2005 the funded projects served 2,278,001 students -an average of 103 students per project.
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In addition, the survey of teachers suggested that the program had fostered a sense of community among students. In the survey, almost 90 percent reported that their classrooms' involvement with DonorsChoose.org had sparked a "sense of caring by other people" among their students, which reflected an increase of more than 2.5 times the number who felt this prior to their DonorsChoose.org experience.
The difficulty in measuring the impact on students had created challenges for the organization. The organization could not claim broad results such as improving test scores or school attendance. This inability to quantify results prevented DonorsChoose.org from accessing financial resources from some foundations that required proof of impact. Best understood that this "impact problem" was relatively intractable, and he and his team were always brainstorming ideas for methods of measuring student impact. One possibility the staff had considered was conducting a study that used a control group of classrooms that had posted projects on DonorsChoose.org, but whose projects did not receive funding within the five-month timeframe. These classrooms would be compared with classrooms whose teachers had received funding for their posted projects. Using this type of control group eliminated many selection concerns, as all teachers in the study would possess the awareness and initiative required to participate in DonorsChoose.org. Student impact would be assessed by analyzing the performance of students in classrooms that received funded projects versus student performance in classrooms with unfunded projects.
Social Return on Investment
In order to quantify the impact of national expansion on its program, DonorsChoose.org used a social return on investment (SROI) calculation. (See Exhibit 15.) By investing $14 million in national expansion, the organization would facilitate the delivery of $63 million of materials and experiences to students across the country. More than four million students would benefit from these resources over the course of 160,000 projects posted by 200,000 teachers. By the organization's calculations, this represented a social return on investment of 350 percent.
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Moving Ahead
As the organization entered 2009, DonorsChoose.org faced numerous operational challenges posed by its innovative model of philanthropy. Could the organization attract enough new projects to reach its ambitious goal of $100 million? How could the organization handle regional imbalances between the number of projects posted by teachers and the number of donors? Would the technological infrastructure support a dramatic increase in website traffic? Would the website remain a favored site for its donor constituency recruited from blogs and television programs? Could the organization quantify its impact on its stakeholder groups?
All of these questions, however, were part of a bigger dilemma the organization faced as part of its national expansion. DonorsChoose.org had used its $14 million grant to staff a sizeable national organization. Could the organization deliver on its promise? Would it be able to attain its goal of $100 million in project funding from donors with the expanded model of its organization?
This case has been developed for pedagogical purposes from published sources. The case is not intended to furnish primary data, serve as an endorsement of the organization in question, or illustrate either effective or ineffective management techniques or strategies. Note: "Schools" and "Teachers" refer to the number of schools or teachers for which X number of projects were funded. For example 10,955 teachers each had 1 project funded that was posted between 11/5/07 and 11/4/08. Note: There is a long tail at the right end of the graph because during this period DonorsChoose.org instituted a time limit of five months for funding a project. The projects that exceed the five-month limit were grandfathered in. Process begins DonorsChoose.org volunteers screen project using eligibility criteria (resources to be used by students; project not discriminatory or political).
Exhibit 2: Funded Project Cost and Donation Data
Exhibit 3: Funded Projects by Category
Project posted for public viewing/donations. Student Resources Delivered reflects actual purchases, after discounts that DonorsChoose negotiates with vendors. To arrive at the true market value of the student resources delivered, one should increase the number above by 15 percent, the average discount.
# of Students Benefiting studiously avoids double counting. For example, and elementary school teacher who has funded 15 projects (each listed as benefiting 25 students) only contributes 25 students to the number above-not 15 times 25-because it is assumed that elementary school teachers do not teach more than one group of kids. The number above also does not account for the fact that 80 percent of resources funded through DonorsChoose are re-used by future students. Assuming an average shelf-life of 3 years, one would calculate that the education of 10,000,000 students will ultimately be enriched through DonorsChoose.
High Poverty Schools are those where 65 percent or more of students receive free lunch, for which a student's
